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. . . DECLAgS!rlcD 
White H~use G~delines , Septerrbe'l11' 2006 

NARA (~ 0<1te 11J VU7z ·· 
THE WHITE HOUSE 

WASHINGTON 

MONDALE 
COSTANZA 
EIZENSTAT 
JORDAN 

\ 
\ 
~ 

LIPSHUTZ 
MOORE 
POWELL 
WATSON 

Comments due to 
Carp/Huron within 
48 hours; due to 
Staff Secretary 
next day 

FOR STAFFING 
FOR INFORMATION 

_FROM PRESIDENT'S OUTBOX 
LOG IN/TO PRESIDENT TODAY 
IMMEDIATE TURNAROUND 

ARAGON 
BOURNE 

HOYT 
HUTCHESON 
JAGODA WELLS 
KING VOORDE 
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~OP SECRET 

THE WHITE HOUSE 

WASHINGTON 

Aprilll, 1977 

Stu Eizenstat -

• 

The attached was returned in 
the President's outbox. It is 
forwarded to you for ap?ropriate 
handling. 

Rick Hutcheson 

cc: Z. Brzezinski 

Re: International Econometric 

Models 
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SAUlTIZ£li 
Per; Rae PiOlect , 

No Objection To Declassification 2008/04/29 : NLC-126-7-4-1-0 
-· <~~§.!!!! 

MEMORANDUM FOR: 

FROM: 

SUBJECT: 

THE WHITE HOUSE 
UJPSEGIEl 

WASHINGTON 

April 8, 1977 

STU EIZENSTAT 
BOB GINSBURG 

International Econometric Models 
(Prepared at your request) 

You asked for a determination of how many different 
econometric models are being used by the Federal 
government for international analysis. This ~emorandum 
summarizes findings about the government's us~ of such models; 
it also discusses the recently publicized error of the 
CIA in forecasting Soviet defense expenditures. 

I. USE OF ECONOMETRIC MODELS BY FEDERAL AGENCIES 

With the help of CEA and CIA, we have determined 
that the Federal government is now using the following 
international econometric models (listed by agency use): 

CIA 

I 
1. Country Models Linked by International 
Transactions ( 

2. Simulation Model of World Econometric Linkage~ 
(a model used to assess the impact of changes 1nthe 
rate of growth of GNP in one or more countries); 

of ~~ ---------------7Fconomy; 
4. Econometric Model of the Soviet Ecan9my (macro-

3. Econometric Model 

model which forecasts annual values for · GNP, incomes, 
foreign trade, employment, capital stock, productivity 

25X1 

25X1 

and wages); 25X1 

forecasts future levels of total 

ESD!>J; NLC- ':!It if 4 -O 

B'l 0dW\A, DA1E I 
jNLC Review Completed.! 

No Objection To Declassification 2008/04/29 : NLC-126-7-4-1-0 



N~ Objection To oeclassificatio~ 2008/04/29 : N LC-126-7 -4-1-:j OP----1s~E~=F ... '-~=~-. ~CRE!x1 
of Gaso ine oema forecasts demand for 

7. Common Fund Simula.tion Model (shows how commodity · .. 
price stabilization would have worked un~er alternative'; 
buffer agency agreements); and 

8. Accounting Models of OPEC and Soviet Current 
Accounts (provide quick assessments of the effect 
of changes in particular aspects of current accounts) . 

Federal Reserve 

1. Balance of Paymepts Model of the u.s. 

2. U.S. Nc;maqricul tyral Exports apd Ngpfuel Impot_ts 
(forecasts quarterly volume and price of nonagricultural 
exports and nonfuel imports); 

3. U.S. Energy DemanQ.Model(forecasts u.s. fuel imports); 
and 

4. u.s. Agricultural Exports Mod~l (forecasts volume 
and price of u.s~ agricultural exports - still in 
development stage). 

Treasury Department 

- Project Link (ongoing attempt to develop models 
for most of the world's countries and link them 
through their international transactions). 

Federal Energy Administration 

International Evaluation System (forecasts 
international oil markets) . 

As the above listing indicates, CIA has one econometric 
model for the Soviet Union economy. That model, which is 25X1 
the only econometric model of the Soviet economy .. · 
available outside the Soviet world, is known as SOVMOD· 

The CIA has suppl~e most o e a a 
~~~~~~~==~~~a~n~ is- currently installing SOVMOD in 
its own computers. CIA economists have great ·hope that 
SOVMOD can supplement their traditional estimating methods 
for the Soviet economy. However, the model will always 

No Objection To Declassification 2008/04/29 : NLC-126-7-4-1-0 
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be subject to the unavailability and inaccuracy of the 
Soviet data, especially date related to defense programs. 

This new model will not by itself greatly improve CIA 
estimates of Soviet defense expenditures. Those 
estimates are an input into the SOVMOD model -- knowledge 
of Soviet defense expenditures must come from sources 
other than .:econanetric models. What SOVMOD can be 
expected to do is provide greater insight into the 
relationship between Soviet defense spe~ding and the 
rest of the soviet economy. 

II. FORECASTING SOVIET DEFENSE EXPENDITURES 

As you probably know, Business Week recently published 
an article accusing the CIA of having underestimated 
Soviet Defense spending, primarily because of poor 
economic forecasting techniques. Because your request 
for information about international econometric models 
came at the time of the Business Week article ·, we · 
thought you might also be interested in a brief 
assessment of that article. 

1. Revision of Estimates. The article accurately 
reports that in May, 1976 the CIA announced a major 
upward revision in its estimates of the level and trend 
of Soviet ruble spending for defense: 

(a) the estimate of total ruble spending for 
defense was doubled; 

(b) The estimate of ruble spending for Soviet 
military investment -- the procurement of weapons and 
equipment and the construction of facilities ~- was 
increased by 2-1/2 times; 

(c) The estimate for the annual growth in 
Soviet defense _spendinq in rubles for the 1970-1975 
period was increased from 3% to 4 - 5%; and 

(d) the estimate of Soviet defense spending as a ( 
share of Soviet GNP over the 1970-1975 period was 
increased from 6-8% to 11-13%. ,. 

2. The Method of Estimating Soviet Defense 
Expenditures. 

Since the Soviet Union does not publish meaningful 
data on its defense spending, the CIA estimates Soviet 
spending using a direct costing approach. · 1 25X1 

1 ::nnce many or: 1:ne ruo.Le 
~p-r~i_c_e_s __ a~r-e---o~b-v~~~o-u-s~:1~·y __ n_o~t--a_v_a~~~.lable, these are obtained by 
translating the dollar costs for the items involved into 

No Objection To Declassification 2008/04/29: NLC-126-7-4-1-0 



THE WHITE HOUSE 

WASHINGTON 

April 8, 1977 

MEMORANDUM FOR THE PRESIDENT 

FROM: STU EIZENSTAT 

SUBJECT: Cables From Ambassador Strauss 

Attached are two cables from Ambassador Strauss, 
one dealing with the question of the "gas guzzler" 
tax and rebate, and the other is an informational 
cable. The problem raised in his first cable 
will not be resolved until Ambassador Strauss has 
an opportunity for comment. 

The information in the second cable may have been 
communicated to you directly or indirectly, but 
I did want you to see it in case you had not 
received this information. 

--
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THE WHITE HOUSE 

WASHINGTON 

MONDALE 
COSTANZA 
EIZENSTAT 
JORDAN 
LIPSHUTZ 
MOORE 
POWELL 
WATSON 

FOR STAFFING 
FOR INFORMATION 

Conunents due to 
Carp/Huron within 
48 hours; due to 
Staff Secretary 
next day 

FROM PRESIDENT'S OUTBOX 
LOG IN/TO PRESIDENT TODAY 
IMMEDIATE TURNAROUND 

ARAGON 
BOURNE 
BRZEZINSKI 

HOYT 
HUTCHESON 
JAGODA 
KING 
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COSTANZA 
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FOR STAFFING 
FOR INFORMATION 

Conunents due to 
Carp/Huron within 
48 hours; due to 
Staff Secretary 
next day 

FROM PRESIDENT'S OUTBOX 
LOG IN/TO PRESIDENT TODAY 
IMMEDIATE TURNAROUND 

ARAGON 
BOURNE 
BRZEZINSKI 



THE WHITE HOUSE 

WASHINGTON 

April 11, 1977 

Jim Schlesinger -

The attached was returned in the 
President's outbox and is forwarded 
to you for your information. 

Rick Hutcheson 

Re: Cable from Ambassador Strauss 
re 11 ga~ guzzler" 



op l MM ED 
Ti<I0E)4 
DE ~ UEHK O #~986 0 97 ~ 85~ 
a Vl7~f542Z AP~ 77 
FM A M!M~ASSY TOK VD 

TO S&CS TATE H A~HDC X M~EDIATE 5733 

_C..--t)--n-----!1'--r -rf -!--\i--TT~ o 4 9 t1 B 

EX DIS 
FR ('J:·1 ~TRAUS S 
FOR E!SEMSTAT, FO~ IMMEDXAT£ ATT~NTID N OF THE PRESXOENT~ 

, C H~ IST ?PHER ~R!PS1 B~UMENTHA~, 6ERGSTON 1 OWEN 
e:.o" . 11f'H521 GIHl 
TAGS• I!TR O 
SUB JICTZ FUE L EFFICt!NCY TAX ON AUTOS 

!~ I UNDERS TA ND THA T ON WEDNESDAY A M~CHANXSM WAS BEING CONSIDERED 
FOR A~P~VXNG Ftl!L E,FICIENCV REBATES AND PENA~11E9 TO %MPORTE0 
AUT OMOB ILES~ I UNDER STAND PRDPOSA~ NOW UNDER CONSXDERATXON, tT 
~DU ~ D HAVE SERIOUS ADVERSE , TRAOE IMPACT ON EUROPE ANO JAPAN WMlCH 
WOU LD MAK~ TV A~D SHOE CASES PALE BV COMPARISO N, - -

2~ ACT!D~ ALO NG TM~BE LI NES WOULD SERXOUS~Y UND~RMXNE A~~ O' ~ OUR 
EFFORTS TO OB TAI N CDOPERATtON TO WARD SUMMIT AND S!YOND ON TAAbE ' 
ISS lf!S ~Hii CH t M'~l ~i l.'.l\'1 SEEK!NG v~ XTH JAPANESe: 4NO W IL~ i L.ATfR ' s.Eil< 
l N EU~OPE, ;•IE '•!XLI.. HAVE NO CREOXTABU.ITY XF: ON ONE L.!VELt· WE S!EK 
StiCH Cr.t OPEfU TI Oi'J TrwA RI) MANAGING CURRENT CONTe;~!TIOUS TRADE 
X~SUES ~ ~ELE AC TI NG UN I~ATERAL~Y tN A WAY WH ICH WCUL.D PIS~· 
CRI ~ X NATE AGA!~ST JAPA~ AND EUROPE ON ONE OF THEIR MAJOR · EXPORT 
IT EM S TO THE U ~S~ 

3 ~ I r.tf.f~Llf!$ T 
THE: CO~IG.RES$ 
APRH. 11~ 
SHOF.S MIT H 
8T 

THAT A ~ Y DECISION TO PUT THXS PROPOSAL FORWARD TO 
aE OfLA YEO UNTIL MY RETURN TO WASHINGTON MONPAY 1 

. ~~: 
)cJhl"rf~ 

f 

DfCI.AS.SH{) 

Por; Rae ProJect 

Rf!CAI..t..l!tJ 
PAGE 0- 1 OF t:" 1 



r;p X ~ME!J 
TKX321 
0! RUEHKO #51~8 ~980945 
0 r~6~1920Z APR 77 
FH A~EMaASSV T n~ Y D 

TO SC:C~T/t.TE WAe ;;()C X M~1 EOIATE ' 6822 

~-F-·1-~f ·' 1 T I A -k--TOKVO 51 08 

PAS$ WHITE HOUSE FnR ElSENSTAT AND AMa OWEN 
E.o. 1HHS2a GOS 
TAtHH f!TRO, JA 
S\JBJt!CT• STR STHAUS$ VISIT TO TOKYO 

1, SliM~ARY~ SPECIAL. TRADE: REPRESENTATIVE ROBERT $TRAUSS MET W~TH 
PRI ME MINISTER FUKUO A, MINISTERS OF . FORElGN A~FAlA8 AND MtTt~ 
ANn DTHER SENI OR DFFtCIAL.S OF GOJ lN PREPARATIONS FOR LONOpN 
ECO N(H~ X. C CO NF'ERENCP.: AND RESOL.LITXCIN OF SJ!VERAL. ' TRAD! ISSUI!S 1 
END SUMMA~ V~ . 

2. I N RF.I-AXE:D fiN,{') CORDIAL. ' Mf:ETING ~!ITM PRIME r-IINJ:ST!R 1 EMPI-IA$18 
WAS UM NE ED TO AV ~ t P RESURGiNCE OF PROT!CTIONXSM SUCH AS · ~OL.L.0W£D 
THE FA!LUAE pp THE L.ONDO N ECONDM!C CONFERENCE OF · 1933 XN WHXCH PM 
PARTXClPAT~D. BO TH Rl DES AGREED THAT MAJOR !FFORT$ $HOU~O 6! . MADE 1 

TO RES IST GRO W! NG TREND S TO WARDS PROTECTlONtSM ANO THAT A · P~XMAR¥ 
~aJECTIVE OF 80 TH COUNTRIES SHOULD BE TO EXEROZSI L!AOER,HXP To · 
RF.:ACH 5U ll$TA l'!TXAt. iU:SUl. TS ! N THP.: MUL.Tli.ATiRAL TRADE · Ne:GOTlA:llll ·· 
TI C 4 5 ~ PERSONAL ~Rf~T!NGS WERE EXTeNDED FROM PRESIDENT CARTER TO 
THE PHX ME MI NIS TER ANU A PERSONAL MESSAGE WAS GIV!N TO AMBAS8AOOR 
STRAUSS TD eE 6 0NV~ YE D TO PRESXDENT CA~TER PAO M THE PRIME 
M I N ISTER ~ ~DTH S! DES AGR~ED TO REACH MU TUALLY SATISFACTO~Y 
NEGOTIATED SETTLE M E ~ T ON TELEVI87D NS THtS MONT~ SO THAT .. TH%S . 
QufBTlON ~DUL O ~E OU T 0~ THE ~ AY BV THE SUMMlT. tT WAS AG~!EO 
THA T THE, SU~NIT CCH'tt<iUN XQUE SHOULD "''AVE · Vf:RY ST~ONG L.~NGUAG! ' 
AAA XN$T PRO T!CTI ON!SM AND IM FAVOR 0~ SUB$TA NTIVE PROGR!SS IN 
T"f MTN AS THIA ~OULD BE A SIGNAL OF THE POL.XC!ES OF TM!: DEY£~0PEO 
CQU N T A lfS~ .. 

~~ ~ ~ ILE RUESTID NS RE~AT! NG TO OUTSTANDING 6I~~TERAL T~AOE 
ISS UES S~CH AS CHERR !~S, AUTO EMISSIO N STANDARDS, STEEL, THROWN 
SIL.t< .. Al,![.l CITfiii.H~ ;-i ERF: DISCUSSED ~! tni SEVERAL · OFI'IClAL.B, 'THE 
F~INCIPAL DI SC liSSI ON S DURING THIS VXSXT WERE ON THE SUBJECTS OF 
TH~ Mt N AND THE SU M .IT WITH VXCE MINISTER YOSHlNO AND ON JAPANESE , . :· 

\ :. 

* .. ., •· w * * * w • • * * * * . ., • WH SR CO MMEN T w * w • * w ; llf '* • · ' "- w • ·• '"" 

. Z B, A A R ,-I I'; C! ~ I.. I.. 

RECA~.LE D 
"'4Gf: C-:! 1 



CO LOH TEL EVI S! nN EXP ORTS WIT H M!TI VXCE MI NISTER MASUDA~ 

4, DI$C US S% QMS ~ XT H YOSHI NO CE NTER~O ON DRAFT CO MMU N IQUE ~ ~~NGUAGE 
Fn~ THE SU ~~ IT DM TRAD! WH !CH TH~ JAPA N~SE HAD R!C!tVEO P~OM US 
THE DAY 8EF OR! : I N GEN ERA~ THE LA NGUAGE I N OUR ORA~T PRfOENTEO , 
THE M ~ITTL! P ROB~ E ~ AND THEY AGR~E O THAT IT SfT . THE RIGHT TON~. 
THEY THOUGHT IT WAS eOTH POSITIVE ANO CO NSTR UCTIVe BUT WER! ~· 
CON CE RN ED THA T ON T ~ E MTN SOME ~P!ClFXCS MIGHT CR~AT~ DI~~tCU~~ 
TI ES f-I lT H OTHER ~ I N !STRXES I N THE GOJ, PARTXCU~ARL't-1 THE fMPHASXS 
PLACEO ON ~ ~RICULTUR E AS A PRlORITV NEGOTIATIO N WOULD, YOS~XNO 
ANTXCtPATE$ 1 B~ SENSITIVf WITH THE MI NtsTRV 0~ AGR!CULTURE. THEY 
APP RECI ATE THA T 00- EMPHASIS IS DN BREAKING TH! AGR%CULrUR8 oaAD~ · 
LDCK SD THA T THI M T ~ CA N MOVE FOR WAR D AND THAT W! DID NOT INTEND 
THA T AC;R IC lJ I. TURE ~~ LiV E · AHEAD OF OTHe:R I SSUES•·~N f!' ACT 1 \~ ! RtUTER• l 
ATED OUR POS ITI ON T~ AT AGRICULTURE AND OTHER ISSUES. SHQU~O . 
MO VE AH EA D TOGE THER , TH EY ALSO N OT~O TH~T TOO PRECts~ · LANGUAGE 
ON CH~A I ,·-! RES ER VES ~H!GOT~ATIO N $ WOUL.O GXVE THE MINISTRY OP' AI.UU.­
CUL.T URf:: S(H'lE OlFFX CtH .. TV • AT TH% S Po t NT, HO WEVER, THEY AR! % N .. 
GENERA~ AGREED ~ XT H OUR DRAFT ' LANGUAGE AND WILL TAKE UP SPECI~~c ~ 
PRO~LEMS THE Y NI GH T HAVf I N THE OWEM GROUP APTER CO NSUL.TATXON ­
·,~ IT tl l N THE: GO J~ 

5, Two OA YS OF I N T ~ ~ SIV E DtSCUSSlO NS ON T!LEVISXO N PROBLEM 
RESU LT ED I ~ O W T~ ! N ES OP SEVERAL POSSIBLE AP~ROACHfS TO . AN AGR~EO 
RESDLUTl DN ~ J APA ~ESE I NDICATE D PREF!RENCE FOR YOLU N TAR~ -
RE STRA HlT t\RR A N G! M.E ~! T WITH A T WO ~VEAR OUR AT XO N • NO L.!VEL,. • WAS . 
SPEClFl EO DUE TO "!' ~! ABSE NCE 01" SEtdO~ CABI NET S!CR!TARY ON · 
EMERG ENCY PIS H !R t ~S MISSIO N TO M OSCO W ~ MASUDA ~ AS peRSONA~LY 
D!S I GNATED BY PR I ME MI NISTER TO LI~ D J4PAN!8E SlOE~ . u.s, StD! · 
CITED PRE FEPRED 4PPROACH OF ' DR DERL.Y MARKETING AGREEM~NT PURSUANT ~ 
TR AOE ACT STAT H !G THA T' OBV %CHIS PARA METERS WI!R! F l GURE;S WHICH 
\.''ERE jt N 11E T \~ EEN TH€ \J ,S. I NO UST~Y R! QU!$T OF 1~3 MI'-'L.:tON ·SETS 
AND 2,7 MILLI ON S!TS- I N StOE CO NVeRSATlONS IT APPEARED LXK!L.Y 
T H ~ T A i\1 A C pEP T A A L. E RE S 0 L. U T l 0 N 0 P' THE P R 0 B L E: ~1 M l G H T BE X N THE 
PA !~.! G t:: OF 1, 8 TO 2'111 0 MIL.LIO N SETS~ OTHER OETAlL.S THAT WERE -·RAISEO 
SUT NOT DI 5POSEO DF WHtC H DIVISIO N OF IMPORTS INTO 'TWO O~T!GOA%!$ 1 
18 I NCHES AND AB OVE • ANO TVS OF S M A~~ER Ol MENSION, PO~R•¥EAR 
DUR ATI ON OF OMA AND RELATI ON $MlP Of AGREEME NT TO GATT~ GOJ ~ AL.IO 
STRC: SS EfJ QU~ST X {)t-), OP' , AfPROPR I AT E· HAN D!.~ NG OF 3~7 C ~sg · XN L.t GMT OF : 
CONCL US I ON OF OMA , U.$. l ND IATED THAT 'THE TWO CO ULD NOT BE 
!.. I N K ED ~ 

6', .. I T' l>~ AS At~REE: O n 1AT FURTH eR OISC l.l SSlQ NS SHOULD TAKE · P~ACE N!)(T 
~' EEK ·x N \16 A$1i ! "-j QTOr.l AT THE WO RK! NG "-EVEL. W l TH THE HOPP.: TI"IAT M( 
AQ~E~M E M T FAN RE REA CHED PRIOR · A ~ SASSADOR 'STRAU$8' DEPARTURE 
f D~ Eu~OPE , TALXA ~U U L. D I N C~ UD E WO RK ON OEFl NITI ON OF PROOUCT~S) 
TO ~~ COVERED 5Y A ~ ~ EEM E N T~ DISC USSIO NS I N W ASI~lNGTON WOU~D 
I NCLUDE !X P~ O RA TX O ~ OF A~TER N ATtVE FORMATS FOR US/GOJ AGR!EM!NT 
ON CdLDR T E LEVIS X U ~ I ~ 

RE:C:A L. l. EO 
PAGE \li 2 

.• 
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7, PRESS GUIOA~CE: POT SIDES AGREED THAT tN OXSCUSS!ONS WtTH 
PR 8 THIY ~OULD lAY A WIDE RANGE 0~ PDSSI6l~ITI!S FDR SETTLe~, 
MENT OF TV ISSUE N!~E DISCUSSED , P~OGRESS HAO BE!N MADE AND BOTH 
LOO~ FORWARD TO A $UCCESSFUL ' R!SDLUT!ON 0~ THlS ISSUE lN THE 
N!XT ~!l•! ~ee:KS~ 
S DESMITH 
BT 

PSNUl24285 
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